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PRESI DENT CF LEXI NGTON, ROYCE & ASSOO ATES GHARGED
BY US WTH WRE FRAUD | N FOREI GN QURRENCY TRADI NG SCHEME

DAVI D N. KELLEY, the United States Attorney for the
Southern District of New York, announced the unsealing of a
crimnal Conplaint in Manhattan federal court |ate yesterday
chargi ng ARTOUR ARAKELI AN, the President of Lexington, Royce &
Associ ates, Inc. (“Lexington Royce”), with schem ng to defraud
investors in the foreign currency markets.

According to the Conpl ai nt, ARAKELI AN founded Lexi ngton
Royce in Septenber 2003, purportedly to operate a “Mnaged
Account Program ™ whereby retail investors could contribute to a
pool ed account that would trade in foreign currencies. ARAKELI AN
is alleged to have caused brokers to raise noney for Lexington
Royce by m srepresenting the history and financial success of
Lexi ngt on Royce, and by m srepresenting what Lexington Royce
intended to do with the investors’ noney.

According to the Conplaint, investors were induced to
contribute to the Managed Account Program by neans of a variety
of m sstatenments and om ssions of inportant facts. For instance,
Lexi ngt on Royce clained to have been in the financial services

i ndustry for 20 years, when the conpany had only been established



in 2003, it was charged. |In addition, Lexington Royce clainmed to
have trading and i nvestnent relationships with large financi al
institutions, such as Washi ngton Mutual Bank and JP Morgan Chase
Bank, when the conpany had no such alleged relationships. The
Conpl ai nt further alleges that Lexington Royce’ s brokers provided
prospective investors with tel ephone nunbers for “references” for
t he Managed Account Program which were actually prepaid cellular
t el ephone nunbers that were used by participants in the schene.

In fact, the Conpl aint alleges, ARAKELI AN and ot hers
rai sed approximately $2.2 mllion of investor noney and diverted
virtually all of it to purposes other than foreign currency
trading. Approximtely $220,000 in investor funds was
transferred by ARAKELI AN to bank accounts in Latvia and Costa
Rica. |In addition, ARAKELI AN wote nore than $600, 000 in checks,
and wire-transferred approxi mately $500, 000, to a Brookl yn-based
conpany called 65J, Inc., which then cashed the checks at a | ocal
check- cashi ng conpany.

The Governnent al so obtained several warrants yesterday
sei zi ng hundreds of thousands of dollars in investor funds that
still remained in bank accounts maintai ned by Lexington Royce and
65J.

| f convicted, ARAKELI AN faces a maxi mum of 20 years in
prison.

In a related matter, the Commobdity Futures Tradi ng
Comm ssion (“CFTC’) today announced the unsealing of a civil

Compl aint for injunctive and other equitable relief in the United



States District Court for the Southern District of New York,
char gi ng ARAKELI AN and Lexi ngton Royce with m sappropriation of
investor funds in violation of the Commobdity Exchange Act.

ARAKELI AN, 28, resides in Brooklyn, New York.
ARAKELI AN was arrested and presented before Magi strate Judge
DOUGLAS F. EATON, who ordered himto be detained.

M. KELLEY, a nenber of the President’s Corporate Fraud
Task Force, which is headed by Deputy Attorney General JAMES B
COMEY, praised the efforts of the Federal Bureau of
| nvestigation, and thanked the CFTC for its assistance in the
investigation of this case. He said the investigation is
cont i nui ng.

Assi stant United States Attorney KATHERI NE POLK FAI LLA
is in charge of the prosecution.

The charges contained in the Conplaint are nerely
accusations, and the defendant is presunmed i nnocent unless and
until proven guilty.
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